Meat products: competition from low cost countries by Horne, P.L.M., van & Hoste, R.
102
Competitiveness of the European Food Industry • An economic and legal assessment 2007
benchmark countries or the levels of indicator change, the position of a specific country will also 
change.
The terminology to qualify the competitiveness is taken from the SWOT analysis method: Strong 
and Weak. These are relative qualifications: how does the performance compare to other coun-
tries. The selected countries affect the qualification. The qualification might be quite different if 
other countries are selected as benchmark.
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4.2  Meat products: competition from low cost countries 
Peter van Horne and Robert Hoste
4 .2 .1 Key findings
The EU is a leading exporter of meat: net exporter for pork and poultry and net importer for 
beef. Major flows are trade between EU countries. The trade balance in meat of the EU devel-
oped negatively: the surplus decreased. The EU has a negative trade balance for beef. Interna-
tional trade is mainly based on frozen, cooked or further processed meat products. The EU in-
dustry should focus on the production of fresh products for the demanding European customer. 
In this market segment the local industry has an advantage over third countries.
The competitiveness of the EU meat industry is weak. Third countries like Brazil and Argentina 
have competitive advantages in meat production as a result of relatively cheap inputs like feed 
(abundance land for forage and cereal production) and labour. Large and reliable livestock sup-
plies and low labour costs combined with economies of scale are key factors contributing to the 
competitiveness of the meat industry. Due to higher labour costs, the US has these advantages 
to a limited extent. The need for consolidation will be a key issue in the meat industry. Only big-
ger companies with an adequate scale can exploit the opportunity to supply the different prefer-
ences for particular meat cuts between countries.
The EU meat industry is currently protected by trade barriers, such as high import tariffs, quotas 
and sanitary protection. Due to recurrent outbreaks of animal diseases and the fact that out-
breaks are difficult to foresee, global meat trade is and will be restricted and less structured.
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Figure 4 .2 .1 Overall competitiveness of EU and major competitors
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The competitors are not consistently strong in all competitiveness indicators. The Brazilian meat 
industry is growing in importance within their food industry and on the export market. The Bra-
zilian growth of real value added and labour productivity is weak. The opposite applies to the 
US. On average all competitors are stronger than the EU-15.
4 .2 .2 Introduction
World market
Meat plays an important role in food consumption. Different types of meat are produced and 
consumed: pork, poultry, beef, sheep and goat and various other meat types. Beef and ovine 
meat production typically originate from grass-fed animals. Pigs and poultry are omnivorous 
animals and fed mainly with compound feed. In general these animals are kept inside and 
rather footloose to production areas of feed. The 2006 forecast for total meat production in the 
world amounts to 272.5 million tons (carcass weight equivalent). In the EU-25 it amounts to 
41.3 million tons, 15.1% of the world meat production (FAO, 2006). Delgado et al. (1999) pre-
dict an increase in meat demand to 303 million tons in 2020. China is a large meat producer 
with over 50% of the pork production and one third of all meat production. Chinese exports 
amount to just 3%, below the countries used in the benchmark. China however is expected to 
become a large net meat importer in the future, given an expected major increase in meat con-
sumption caused by increasing income and wealth of the Chinese, in combination with a limited 
national feed/food supply which also competes with human food demand.
Table 4 .2 .1 Production of meat in the world in and some countries (mln . tons)
Country Year Pork Poultry Beef Sheep and Goat Other
EU-15 1995 16.1 8.0 8.0 1.2 1.0
2002 17.8 9.2 7.5 1.1 0.9
2006 18.1 7.6 7.2 1.0 0.9
EU-25 1995 18.7 8.8 8.5 1.2 1.0
2002 21.5 11.0 8.1 1.1 1.0
2006 21.6 9.7 7.9 1.0 1.0
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Country Year Pork Poultry Beef Sheep and Goat Other
US 1995 8.1 13.8 11.6 0.1 0.2
2002 8.9 17.3 12.3 0.1 0.2
2006 9.7 18.7 11.9 0.1 0.2
Australia 1995 0.4 0.5 1.8 0.6 0.0
2002 0.4 0.7 2.0 0.7 0.0
2006 0.4 0.8 2.2 0.7 0.0
Brazil 1995 2.8 4.2 5.7 0.1 0.0
2002 2.8 7.2 7.3 0.1 0.0
2006 3.1 9.7 8.6 0.1 0.0
Canada 1995 1.3 0.9 0.9 0.0 0.0
2002 1.9 1.1 1.3 0.0 0.0
2006 1.9 1.2 1.5 0.0 0.0
Source: FAOstat, 2006 forecast (FAO, 2006).
About half of the production and consumption of meat in the EU-25 is pork. The production of pig 
and poultry meat is growing and the production of beef and ovine meat is declining. The same devel-
opment is evident in the EU since 1995. The forecast of the FAO indicates a decrease in 2006 for 
poultry and beef in the EU. Pork production increased in all countries, quite strongly in the US and 
Canada. Brazil shows a strong increase in poultry and beef production. Sheep and goat meat is of less 
importance in the total meat production: EU-15 and Australia are the most important producers.
Europe is the largest exporter of meat, but also the largest importer. If the intra trade within the 
EU member states is excluded, the EU-15 is the second largest exporter after the US. The figures 
in table 4.2.2 show that Australia, Brazil and Canada increased their share on the world export 
markets, which is in line with the production growth as mentioned in table 4.2.1. China, the 
world’s largest pork producer, is the next biggest exporter after these countries. This country is 
not chosen as benchmark due to the lack of data.
Table 4 .2 .2 Major exporting and importing countries in meat
Region/Country
Export share Import share
‘96 - ‘98 ‘02 - ‘04 difference ‘96 - ‘98 ‘02 - ‘04 difference
EU 25 57 52 -5.3 51 48 -3.0
EU 15 54 49 -4.8 50 47 -3.3
EU 15 < > non-EU 11 8 -2.4 9 9 0.3
United States of America 15 12 -3.3 6 9 2.8
Netherlands 11 9 -1.7 3 4 0.9
Brazil 3 8 4.5 1 0 -0.4
Denmark 9 7 -1.2 1 1 0.2
Germany 5 7 2.1 12 8 -3.8
Australia 5 7 1.5 0 0 0.2
France 9 7 -2.8 8 6 -1.6
Canada 4 6 2.0 2 2 0.1
Belgium/Luxembourg 7 6 -1.0 3 3 0.2
New Zealand 4 5 0.6 0 0 0.1
Ireland 4 4 0.1 1 1 0.3
Spain 3 3 0.8 2 2 0.0
China 3 3 -0.2 0 1 0.9
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Consumption per head
Consumption volume and pattern differ between countries. About 40% of all meat consumed in 
the world is pork, followed by poultry meat at 30%, and beef at 25%. EU-25 consumers are 
important meat consumers, with annually 89.0 kg per head, compared to 40.3 kg per head in 
the world in total. Pork and poultry meat consumption in the world is growing. Figure 4.2.2 
shows the meat consumption per EU member state and per type of meat.
Figure 4 .2 .2 Meat consumption per member state and type of meat in 2003 (kg per head)
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Figure 4 .2 .3 Meat consumption trend per type of meat of EU-25 . Years 1990 - 2003
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Competition: Balassa index and share value added.
The variation in meat consumption between countries is huge: from 52 kg per head in Latvia to 
122 kg in Spain. Ovine meat consumption is also high in Cyprus and Greece, followed by moder-
ate consumption in Ireland, UK and Spain. The main type of meat is pork with Austria, Denmark 
and Spain consuming over 60 kg of pork compared with UK, Latvia and Greece with less than 30 
kg. Poultry meat is preferred in Cyprus, Hungary, UK and Spain. Beef is less preferred in Hungary 
and Poland, whereas the Danish and the French consume over 25 kg of beef per head and year.
Figure 4.2.3 shows the development of meat consumption in the EU-25 since 1990. Meat con-
sumption in the EU-25 increased slightly from 86.3 kg in 1990 to 89.0 kg per head in 2003. A 
shift is found towards less beef and sheep and goat meat (-19% and -21%) and more pork 
(+6%) and particularly poultry (+28%). Also other meat (game, rabbit, horse) increased by 20% 
over this period.
Table 4.2.3 shows the highest Balassa index for Denmark, indicating that Denmark is very spe-
cialised in meat export, but of declining importance. Meat export is also relatively important for 
Brazil and Australia. Brazil shows the highest growth of the revealed comparative index. Meat 
export of the EU-15 (intra-trade excluded), is less than 1, which indicates relatively low impor-
tance. The trend is negative; it is becoming even less important.
Table 4 .2 .3  Revealed comparative advantage (Balassa index) and growth rate  
from ‘1996-1998’ to ‘2002-2004’
Region/Country 1996 - 1998 2002 - 2004 annual growth %
EU-25 1.3 1.2 -0.4
EU-15 1.3 1.2 -0.0
EU-15 < > non-EU 0.6 0.5 -3.2
United States of America 1.2 1.1 -1.0
Netherlands 3.0 2.8 -0.7
Brazil 3.4 7.7 14.8
Denmark 8.9 8.3 -1.1
Germany 0.5 0.7 6.8
Australia 4.7 6.5 5.5
France 1.6 1.3 -3.0
Canada 0.9 1.5 9.1
Belgium/Luxembourg 1.9 1.5 -3.7
New Zealand 14.7 19.4 4.8
Ireland 3.3 2.9 -2.5
Spain 1.2 1.6 5.1
China 0.8 0.4 -10.4
The performance on the domestic market is compared to the food industry as a whole. Thus if 
the share of real value added of the meat industry in the total food industry grows, the meat 
industry performs better than the whole. Figure 4.2.4 shows that the major competitors of the 
EU have a fairly high annual growth of the share of the meat industry in the food industry, 
whereas the EU-15 and also EU-25 countries have a slightly negative annual growth. This shows 
a rather negative competitiveness of the EU compared to the competitors. Within the EU there 
is a variation in annual growth, with Poland as a very strong grower, followed by Spain and Italy. 
Ireland and Germany have negative growth figures.
Some developments can be discussed. Spain appears to be quite a strong grower. Currently 
(2006) however, the growth of meat production and export is expected to stagnate. The Neth-
erlands, on the other hand, has had a cut in pig numbers forced by policy measures; growth of 
value added in the meat industry in 2006 is likely to grow.
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Figure 4 .2 .4  Annual growth of the real gross value added at factor costs:  
share meat industry in food industry
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4 .2 .3  Global trade performance
The major trade flows of pork and poultry are shown in figure 4.2.5. Beef is mainly exported 
from South America to North America, Europe and the Middle East and North Africa and from 
Australia and New Zealand to the Far East. Sheep meat is exported from Australia and New Zea-
land to all regions in the world.
Self-sufficiency
The EU degree of self-sufficiency of total meat, and of pork and poultry meat in particular, is just 
above 100%. The EU is a net importer of beef and sheep/goat meat (figure 4.2.5). Import and 
export just show a small part of the total meat production and consumption. Exports amount to 
some 5 - 6% of the production and imports even less. The majority of the production is thus 
consumed within the EU-25.
It should be stated that export or import can involve specialised meat products. In general, the 
self- sufficiency rate of pork is 102% while the EU exports pig belly to Japan, South Korea and 
Taiwan and spare ribs to the US and imports a small amount of pork from Chile, for example. In 
poultry, the EU exports leg meat to Russia while importing breast meat from Brazil and Thai-
land.
Trade patterns
Historically, meat was produced, processed and consumed locally. Driven by large scale retailers 
and decreasing profitability of the meat processing industry, the scale of processors increased. 
The meat trade is also becoming more and more international.
The main meat exporters are the US (poultry and pork), Australia (beef, sheep), Brazil (poultry, 
beef and pork) and Canada (pork and beef). The largest net importers are Germany, UK (both 
pork) and Japan (pork meat, poultry and beef). See figure 4.2.7.
The EU-15 and ‘EU-15 without intra trade’ perform less well than the benchmark countries (fig-
ure 4.2.8). The new members show a stronger growth in import than in export value, which 
results in a negative development of the trade balance for these countries. Brazil shows the 
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Figure 4 .2 .5  Major trade flows of pork (A) and poultry meat (B) in the world  
(figures in ‘000 tons, year 2004)
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Source: PVE, 2006.
strongest export value growth, followed by Canada. Growing importers are Mexico, the Repub-
lic of Korea and also the US. The US shows an increase in imports, whereas the exports are 
hardly growing. The Russian Federation, as a fairly important export destination for countries like 
Brazil, shows an increase in import value. Within the EU Germany and Spain have the highest 
growth.
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Figure 4 .2 .6 Self-sufficiency degree for meat (different meat types, year 2002)
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Prices
Differences in price levels are determined by the quality of the meat (i.e. fat content) and type 
of the meat product (degree of processing, plus consumer preference, e.g. tenderloin or shoul-
der meat). Finally, price differences give an indication of differentiated products of exporting 
countries and/or the profitability for export markets. Japan as an import market for both of the 
meat types show high prices, whereas Brazil typically has the advantage of low cost of produc-
tion and low sales prices. But also the export prices of the US are low compared to the EU-15, 
Canada and Australia (figure 4.2.9).
Main products in detail
Although meat is mainly a commodity, different markets demand different products. A range of 
differentiated products can be produced from one animal. For example, broilers provide breast 
meat, legs or wings and pigs supply legs, shoulder, ribs and bellies. Besides different product 
types from one animal, the so-called slaughter quality determines the suitability for particular 
markets, mainly weight and fat content of meat parts.
The meat industry is involved in a number of activities, such as slaughtering, deboning, process-
ing and (pre)packing. After slaughter, the carcasses are cut into primals (like ham, loin, belly, and 
shoulder) and are further processed, often based on the animal muscle structure. A large number 
of different meat cuts can be produced: luxury parts, e.g. tenderloin, but also ingredients for 
processing meat products like bacon, sandwich filling, sausages or minced meat. Fresh pork in 
the retail store is often made of moderate weight, rather lean pigs. Southern European countries 
(Italy, Spain) import fat, heavy legs. For pork, a major market is the English bacon market, made 
from medium or light-weight pigs and mainly supplied by the Danish and Dutch meat industry. 
Spare ribs are exported to the US and legs and vice versa. The industry for meat products re-
quires common cheap meat parts (e.g. shoulder meat). With regard to poultry meat, an impor-
tant distinction should be made between breast meat, leg meat and wings. Especially in north 
western European countries, there is a high demand for breast meat. Beef is produced from 
high-quality beef animals, but also from culled dairy cows (low quality).
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Figure 4 .2 .7  Import and export of meat products, three years average of values
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Figure 4 .2 .8  Annual import and export growth of meat products (% per annum)
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Figure 4 .2 .9  Import and export prices of meat
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The majority of meat could be characterised as a commodity product, where quality differences 
are fairly small and price is a very important feature in trade. However, other features could play 
an important role in trade relations, like (perception of) suppliers’ trustworthiness, available vol-
umes to supply, physical proximity, ability to adapt to cut-out specifications, flexibility in supply 
volumes on a weekly or even daily basis, terms of payment, etc., as well as consumer concerns 
such as animal welfare, sustainable production conditions or the application of tracking and trac-
ing in the supply chain. The meat trade is therefore not simply commodity trade.
Special high value added products, like local meat products, are often based on (a selection of) 
commodity meat, sometimes however based on meat from special breeds or husbandry condi-
tions (pata negra in Spain, Pietrain breed, organic pig farming). These products are produced for 
a small market in European terms, but give a high margin for the industry.
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4 .2 .4 . Business performance and competitive process
Characteristics of the meat industry
The EU meat industry has a production value of almost 150 billion Euros a year (table 4.2.4). This 
is about 10% above the US and more than ten times Brazil’s and Canada’s production.
With regard to production costs, the purchase of goods (mainly slaughter animals) takes a share 
of over 90% in the turnover in Europe, almost 70% for the US and Brazil and 80% in Canada. 
Personnel costs take 68% of the value added in Europe, some 30% for the US and Brazil and 
45% in Canada.
Table 4 .2 .4 Key characteristics of the meat industry (values in mln . €)
EU15 EU25 US Australia Brazil Canada
1999 2003 1999 2003 1997 2002 2001 2003 1999 2003 1999 2003
Number of 
enterprises 43979 39632 52249 46179 3397 3971 N.A. N.A. 1194 1615 580 790
Production 
value 119298 137301 127487 146804 99986 129236 8967 9225 10764 12251 9138 12731
Value added 
at factor 
costs 26516 28585 27466 30421 26703 42158 1714 1884 3203 3653 2109 2829
Purchases 107235 117714 115783 128897 73366 87311 6100 6044 7168 8206 7541 10306
Personnel 
costs 18865 19509 19854 20702 8777 13389 1089 1156 1099 980 1022 1280
Number of 
employees 752265 747120 967052 953317 464991 505976 55800 52500 210320 295186 55074 65091
Source: see Annex C. EU countries and Brazil 1999-2003; Australia 2001-2003; US and Canada 1997-2002.
6.5 persons are employed per € million production value in Europe, 4 to 5 in the US and Canada 
and 24.1 in Brazil. The production value per employee is thus highest in the North American 
countries, whereas Brazil is far behind both North America and Europe.
The scale of production is much higher in the US than in Europe, with a number of enterprises 
only less than 10% of the number in the EU-25, whereas the production value is about 10% 
lower in the US. The meat supply chains in Europe are diverse in cooperation and integration. 
Broiler production is fairly integrated in Europe. In pork and even stronger in beef, there is only 
a loosely coupled system of actors in the supply chain. In the new member states however, some 
vertical integrations in pig production have been set up (like in Poland). In the US and Brazil, the 
majority of broiler and pig meat is produced in integrated systems.
The turnover of the meat industry (production value in table 4.2.8) is shown in figure 4.2.10. It 
is evident that the EU-25 has a somewhat higher turnover than the US. The increase between 
1999 and 2003 however is higher for the US than for the EU. Brazil and Canada are major ex-
porters; however the turnover of their meat industries is smaller than each of the larger western 
European countries (France, Germany, UK, Italy and Spain).
Value added and labour productivity
Figure 4.2.11 shows the growth of the real value added per annum. There is almost no growth 
of the real added value in the EU-15 and EU-25. The US shows an annual growth of some 7%, 
followed by Canada with almost 4%. Brazil shows a negative growth of the real value added. 
Within the EU, Poland shows very high growth. Spain is a positive exception within the EU with 
good growth, in contrast to Germany with a negative growth, even stronger than the rest of the 
food industry.
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Figure 4 .2 .10 Distribution of turnover of the meat industry in 1999 and 2003 (€million)
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Figure 4 .2 .11 Growth real value added 1999-2003 (% per annum)
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Figure 4 .2 .12 Growth of the labour productivity 1999-2003
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The growth in labour productivity indicates the competitive performance of the industries in the 
countries. Figure 4.2.12 shows that the growth in the US is much higher than in the EU-15 and 
EU-25. In Brazil however, the growth is negative. The differences within the European countries 
are large. Poland shows a very high increase in labour productivity of over 25% per year. The UK 
and the Netherlands have a strong positive growth. The growth in Germany is negative.
Market orientation and internationalisation
The list of the top 21 meat companies in table 4.2.5 is dominated by US companies. The Amer-
ican companies Tyson, Cargill, Smithfield and Swift and co., Pilgrim’s Pride and Sara Lee Foods 
hold position number 1, 2, 4, 7, 8 and 9. Nippon Meat Packers of Japan is number 3. The Euro-
pean companies are Danish Crown (5); Vion Group (6); Grampian (13); Glanbia (15); and LDC 
(21).
Table 4 .2 .5 Top 21 meat companies in the world
Ranking Company Countries
1 Tyson Foods US, MX, CH
2 Cargill US, UK, NL, FR, BR
3 Nippon Meat Packers JP, CH, AU
4 Smithfield US, PL, RO, FR, ES
5 Danish Crown DK, UK, US, DE
6 Vionfood Group NL, DE
7 Swift and Co. US, AU
8 Pilgrim’s Pride US, MX
9 Sara Lee Foods US, SP, PO, NL, BE
10 Hormel Foods US
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Ranking Company Countries
11 Oscar Meyer US
12 Grampian CFG UK, TH
13 Perdue Farms US
14 Glanbia UK, IE
15 Sadia BR
16 Gold Kist US
17 OSI International Globally
18 Keystone Foods Globally
19 Maple Leaf CA, DE
20 LDC FR, ES, PO, CH
Source: Rabobank, 2006.
Different processors focus on one or more meat types. Therefore the top players per meat type 
within Europe are described below.
Pig processors
The main player in pig processing is Danish Crown, with 10% of the pig slaughters in EU-2547. This 
Danish company took part in some prominent mergers lasting recent years such as Flagship (UK), 
Sokolow (Poland) and Ruakatalo (Finland) in 2004. Another main player is the Netherlands-based 
VION group (8.4% market share in pig slaughters). The Germans hold third and fourth positions 
in the top 10 pig slaughterers with Tönnies (2.5%) and Westfleisch (2.3% respectively), followed 
by the French’ whose industry is dominated by the cooperative companies Cooperl and Socopa. 
The US-based Smithfield with businesses in Poland, France and Romania follows. In the UK, Gram-
pian has a significant interest in the pig industry in Scotland and England. One of the youngest 
companies among the top players in Europe is the cooperative Swedish Meat.
Poultry processing
The top 10 list of poultry processors is dominated by French companies. The French group Doux 
is the fourth largest poultry processor in the world and the largest in Europe, with 5% of the 
poultry slaughters in Europe. Doux owns a large company (Francosul) in Brazil. The company 
has a turnover of 1.3 billion Euros and employs more than 14,000 people. It has 25 slaughter-
houses and processing plants in Europe and five in Brazil. One third of its production goes to the 
domestic French market. The French company LDC (4% market share) has processing plants in 
other European countries while the cooperatives Terrena and Unicopa only work within France. 
In the UK the major poultry processors are the Grampian Country Food (3%) group (owning a 
company in Thailand) and Two Sisters (1.5%). The Italian companies Gruppo Veronesi (AIA, 
3.5%) and Amadori (1.5%) have a strong position on the domestic market.
Beef Slaughterers
With the acquisition of Südfleisch in Germany, Vion Food group has become the leading beef 
processor, with 4.5% of the beef slaughters in Europe. In beef production, Ireland has a strong 
position. The UK always has been Ireland’s main export destination and many Irish companies 
have taken over British processing plants. The main company is Irish Food Group (AIBP, ABP, 
3.5%) with 23 processing plants and a turnover of around 1 billion Euros. Other Irish companies 
are Queally Dawn (1.7%), Kepak (1.4%) and Hilton group (Foyle meats, 0.7%). Cremonini 
(Italca) in Italy is the leading beef company in the country (2.1), and a third player in Europe, 
slaughtering about 600,000 cattle a year.
Although France is the leading beef producer in the EU, the largest beef slaughterers are outside 
France. The main companies are the cooperative Socopa (2.1%, number 4 in the top 10 list) and 
47 Source of market shares in pig, poultry and beef slaughters: Meat Processing Global (July/August 2006)
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the privately owned Bigard group. In Denmark, Danish Crown is dominant in the pork sector and 
also the major national beef slaughterer and plays a role in the European beef industry (1%).
Concentration of the meat industry does not differ very much between meat types. The top 10 
companies in beef have 19% of the market in Europe. For poultry this is 25% and for pork 31%. 
The top 10 processors after slaughtering have a total share of 23%. So, overall the top 10 players 
per type of meat have some 20-30% of the market share in Europe.
Size classes
Table 4.2.6 shows the number of companies. Germany and France in particular have a large 
number of small meat companies, followed by Italy and Spain. The importance of these small 
enterprises is small from an economic point of view as is shown in figure 4.2.13.
Due to the confidential nature of data in some countries, the turnover of the larger enterprises is 
not published, which restricts the presentation in the figure. The largest part of the turnover 
comes from the companies with 250 or more employees.
Table 4 .2 .6 Number meat enterprises for size classes in number of personnel
< 20 20-49 50-249 >249
Belgium 1999 655 119 56 8
2003 597 107 48 12
Denmark 1999 120 20 16 11
2003 116 20 16 10
Germany 1999 17211 623 457 95
2003 12916 591 422 87
Greece 1999 30 24 14 5
2003 30 20 14 5
Spain 1999 2407 445 161 28
2003 3542 551 218 30
France 1999 12014 669 356 107
2003 10997 634 348 120
Ireland 1999 57 36 63 10
2003 49 33 49 16
Italy 1999 3259 311 114 20
2003 3275 334 135 25
Luxembourg 1999 17 1 6 0
2003 17 1 6 0
Netherlands 1999 610 100 70 35
2003 625 95 70 25
Austria 1999 1063 97 50 7
2003 1076 84 46 8
Portugal 1999 317 85 63 9
2003 293 92 61 9
Finland 1999 183 11 17 9
2003 188 12 22 9
Sweden 1999 378 51 32 5
2003 404 54 32 8
United Kingdom 1999 803 183 157 99
2003 586 179 160 103
Source: see Annex C. EU countries and Brazil 1999-2003; Australia 2001-2003; US and Canada 1997-2002.
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Figure 4 .2 .13 Turnover according to size class
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Source: see Annex C. EU countries and Brazil 1999-2003; Australia 2001-2003; US and Canada 1997-2002.
4 .2 .5 Competitive potential
Innovation and branding
Much effort has been put into system innovation and process innovation, such as integrated 
chain control, automation in the slaughter line, benchmarking between farmers, workers’ edu-
cation, early warning systems for animal diseases, etc. However, product innovation is more of a 
challenge. Almost no product innovation is found (Hoste, 2003), compared to the dairy industry 
for example, but also compared to the US meat industry. Meat is mainly a commodity and the 
meat industry tends to focus on the fresh market. At retail level, meat is used as traffic generator. 
Consumers are willing to pay for convenience and differentiated products, even if prices are 
significantly higher. However, little effort is put into innovation (Hoste et al., 2004). Some new 
products are developed, mainly in response to health and convenience. Product innovation 
based on integrated concepts is not very easy because products are often made of just one or 
more parts of an animal, whereas the other parts should also be valorised or sold as common 
meat. The extra costs of production should be borne by the value added product assortment, 
thus leading to often very high sales prices.
Marketing channel
There is a development in the new member states towards an increase in sales through super-
markets. The share in consumer expenditure will also increase for meat, as mentioned in section 
2.4. A shift towards pre-packed meat and sales through supermarkets is foreseen. The number 
of self-employed butchers will decline due to the shopping convenience of the retail stores.
Production cost
Information on the cost of production in the supply chain of meat is scarce. Figure 4.2.14 shows 
the composition of the production costs for shoulder of pork (deboned and derinded) and pork 
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tenderloin (defatted), delivered frozen (US and Brazil) or chilled to the German Ruhr region. The 
cost of (further) processing and packing is not included.
Figure 4 .2 .14  Cost of production of shoulder meat and tenderloin (€/kg) delivered  
on the western German market
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Source: Hoste and Bondt (2006).
Due to the import levy on pork shoulder meat from Brazil and the US, the production costs in-
cluding delivery to the Ruhr region from Brazil are approximately the same as from the Nether-
lands; for pork tenderloin, it is actually a little lower. The US is the most expensive potential 
supplier; although production costs are a little lower, this does not offset the import levies im-
posed. The high primary production costs in Poland are fully compensated by the low costs of 
slaughtering and processing. Pork shoulder meat from Poland can be supplied to the German 
market at a slightly higher price, and pork tenderloin at a slightly cheaper price. Due to differ-
ences in the market valuation, the supply price for shoulder meat will actually be lower than 
suggested here, whereas the opposite is true for pork tenderloin.
Low labour costs, abundant feed supply and an expected increase in meat consumption make 
the new EU member states attractive for investors from abroad. This has already led to a number 
of investments by Smithfield from the US in Poland and Rumania. The western European feed 
industry has also invested in Poland, for example. Farmers emigrating to the new member states 
(semigration), i.e. running a farm there but living in their home country and travelling regularly 
between both locations, is a fairly uncommon phenomenon.
Similar figures can be given for poultry meat. Figure 4.2.15 shows that the production costs of 
breast meat in Brazil are around 40 to 50% lower compared to Europe. Transportation costs and 
especially high import levies compensate some of this difference. In 2004, the supply price of 
Brazilian breast meat on the German market was 10 to 15% lower than the price of European 
producers.
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Figure 4 .2 .15  Supply price of breast meat on the German market by the Netherlands/EU,  
the US and Brazil (data 2004) .
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Source: Van Horne and Bondt (2006).
Increase of input cost
Production of meat in the EU is faced with a number of so-called consumer concerns. Farmers 
have to deal with EU and national laws and regulations to protect the environment and nature 
(global warming, less use of manure, reduction of ammonia emission), animal welfare (housing, 
transport) and public health issues (zoonoses, a ban on the use of antibiotic growth promoters). 
Measurements to meet these requirements will increase the production cost for animals raised 
in the EU.
In practice however, the pace at which these rules are implemented varies among EU member 
states. Furthermore, some countries have stricter regulations, exceeding the EU level. The EU is 
typically at the forefront of fulfilling social and consumer demands. At the moment, producers 
in most third countries do not have to deal with these requirements.
In the US, nutrient oversupply of crops and animal welfare has gained interest and will locally 
and/or on a voluntary basis lead to cost increasing measures. The future of the European meat 
industry (including farm production) depends on the valuation of these unique added value 
product features of European meat such as freshness, animal welfare production, traceability and 
safe products.
Supply chain
Figure 4.2.16 shows the consumer Euro for fresh pork sold at the retail store: a breakdown of 
revenue in the pork supply chain based on a pilot study in the Netherlands. About 36% of the 
revenues are paid at farm level; other major costs concern added value in processing (slaughter, 
deboning, (further) processing and packing: 32%) and sales (24%).
In contrast to fresh meat, the share of processing costs will be higher for meat products since 
costs and sales prices are slightly higher. In general, however, not much value is added in the pig 
meat industry.
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Figure 4 .2 .16  Consumer Euro: Revenue breakdown in the pork supply chain of fresh meat sold at 
the retail store
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Source: Hoste et al., 2004.
Trade barriers by diseases
Trade barriers, both sanitary and access restrictive, have strongly influenced meat trade in recent 
years. Examples are foot-and-mouth disease (FMD) which affected the trade in beef and pork. 
BSE virtually ended Britain beef exports and Avian Influenza had a major impact on trade in some 
EU countries (Italy, 2001 and the Netherlands, 2003) and more recently in 2005 and 2006 in 
Asia, Europe and Africa. It is expected that animal diseases will have a substantial and persistent 
effect on the global meat trade. Animal disease control therefore continues to be important.
Global and regional trade agreements have lowered protection barriers. However, significant pro-
tection barriers still remain, such as high tariffs and tariff rate quotas, which prevent or inhibit sig-
nificant potential trade in meat. The time schedule of reducing import tariffs and the speed at which 
the European meat industry adapts to new economic conditions will determine the future profitabil-
ity and structure of the supply chain in European countries. The scale of production will increase 
further and inefficient producers and current trade relationships will experience hard times.
Third countries
Those parts of the world with low priced inputs (feed, labour, equipment) have competitive 
advantages in meat production. Land for forage and grain production is important for the suc-
cess of livestock operations. Among the key factors to competitiveness in meat processing are 
large and reliable livestock supplies, low labour costs either through low wages or scale econo-
mies. For Brazil it is expected that export will be the key driver for further growth in poultry, pork 
and beef production. This is a result of cost competitiveness, product tailoring and marketing 
efforts. Improvements in sanitary control and product development remain necessary condi-
tions. Foreign investments will accelerate the further development of Brazilian meat industry.
Competitiveness of European countries
Strong countries within the EU are Spain, Italy and the Netherlands. Denmark, Germany and 
France are rather weak. The weakness of the EU suggests that the other countries as a whole are 
even weaker than the EU average.
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Figure 4 .2 .17 EU-15 countries benchmarked
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4.3  Fish and Seafood industry:  
consolidation and outsourcing of processing 
Jos Smit
4 .3 .1 Key findings
The seafood sector remains very fragmented, in particular the markets for fresh seafood, but it is 
in a process of consolidation and globalisation. With 4 in the top 10 seafood companies, the EU 
still has a modest position in global perspective. Cross border consolidations that give access to 
global sources, low costs of processing and access to markets are expected. The companies that 
take the initiative are likely to achieve the role of industry leaders and the ones that define and 
shape the industry for the future.
Seafood is one of the fast growing segments of food industry. Buying power is increasing, in 
particular in emerging seafood markets like China and Russia. The European seafood industry 
faces competition with other main developed economies such as Japan and US in terms of access 
to the sources and (labour) costs of processing.
The following countries have the highest share in world trade in seafood products: China (9%), 
Thailand (7%), Norway (6%), US (6%) and Canada (6%). The EU-15 is the biggest exporter with 
23%. The trade to non-EU member states is a mere 4%.
All indicators in the graph show weak competitiveness of the EU seafood industry compared to 
US and Canada. Australia with a small export and industry is weaker than the EU. Spain and 
Belgium are the most competitive of the EU countries with the most exports; Denmark and Ger-
many are weaker.
